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Reforms in the Bangladesh agriculture input sector: room for
complacency?
Fara Azmat*
School of Management and Marketing, Deakin University, Burwood, Victoria, Australia
Market-based reforms implemented in the agricultural input management system
are often claimed to be one of the success stories in Bangladesh. Based on the
findings of 154 surveys and 16 in-depth interviews with the stakeholders during
2003–2004, the paper found that although there have been some notable
achievements, the reforms have not achieved their expected outcomes and more
importantly, in cases where they have been achieved, their sustainability is in
question. The paper discusses the underlying reasons for the success and the
problems of the reforms and also offers some policy recommendations to resolve
the gap between the expected and the achieved outcomes. In the context of
increasing donor pressure for adopting market-based reforms, the findings are
likely to have important implications for both the donors and other countries in
South Asia.
Keywords: Bangladesh; market-based reforms; sustainability
Introduction
Bangladesh has increasingly moved towards adopting market-based reforms in the
major sectors of the economy since the mid-1970s as a condition of structural
adjustment programs of the World Bank (WB) and International Monetary Fund
(IMF). Although reforms have been attempted in various sectors, the success of
these reforms remains elusive as the expected benefits have not been achieved in most
of the cases. However, the reforms undertaken in the agricultural input management
system are somewhat different as they have been pervasive, were undertaken in the
most important sector of the economy, and are often termed as one of the success
stories among market-based reforms (Ahmed 1996). Like other developing countries,
Bangladesh has a large population, low per capita income, and an agriculture-
dominated economy. The agriculture sector is vital not only for overall economic
development and food security, but also for stable social and political conditions.
Although the share of agriculture in GDP is gradually declining (40% in the 1970s to
22% in 2005), agriculture still plays a very important role in the economic growth of
the country in terms of its contribution to GDP, foreign earnings (5% in 2005), and
employment (51.7% in 2003). It is also related to the development of other sectors of
the country through input supply and demand linkages (Ministry of Finance 2005).
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The question of whether or not the reforms in the input delivery system have
been successful has generated much interest in Bangladesh, given the importance of
the agriculture sector. Yet this question has received little attention in the academic
literature. Studies addressing the effectiveness of the reforms are relatively sparse,
although the reforms have been ongoing for nearly three decades. There have been a
few studies that have looked at isolated aspects of the reforms such as the effect on
rice production and environment, but there has been no comprehensive study
investigating whether the reforms have reached their expected outcomes. Yet this
remains a highly significant issue, particularly as reforms in other sectors have not
been particularly successful. More recently, frequent incidents have been reported
regarding the sale of low quality, underweight, contaminated agricultural inputs,
sometimes at high prices (The Independent 2004). Local newspapers have not only
been reporting incidents of the sale of contaminated, substandard agricultural inputs
such as fertiliser mixed with cement granules, low quality seeds and pesticides, but
also the involvement of the dealers in artificial crises and charging of higher prices. In
addition, studies have also reported environmental problems which include decline
in fertility due to the increased use of fertiliser, pesticides and irrigation as a result of
the reform policies (Pagiola 1995).
Against this backdrop, the purpose of this paper is to explore whether the
reforms undertaken in this sector have achieved their expected outcomes. It will also
explore the unintended effects of the reforms and the underlying reasons for their
success and problems. In order to address these issues, the paper has adopted a
mixed method approach involving both quantitative and qualitative investigation
and triangulation of multiple sources of data.
The paper is organised into four sections. The first section starts by discussing
some theoretical literature regarding the market-based reforms in order to
contextualise the reforms undertaken in the agriculture sector, in Bangladesh with
the recent global trends. It then presents an overview of the reforms in the
agricultural input sector briefly discussing the imperatives for the reforms and the
nature of the reform policies that have been implemented. Next, the research
approach is discussed and the results of the data are presented and analysed. Based
on the empirical findings, the third section provides a discussion of whether the
reforms have achieved their expected outcomes, as well as exploring their unintended
effects. The fourth section discusses the underlying reasons for the success and failure
of the reforms and presents some policy recommendations to resolve the gap
between the expected and achieved outcomes. This is followed by some concluding
remarks concerning the implications of the study.
Linking theory and practice: overview of the market-based reforms in agricultural input
sector
The role of the state in development has been a subject of debate around the world in
recent years. The traditional model of a public administration system in which the
state played a dominant role in all economic activities has been replaced in the
developed countries by New Public Management (NPM), a model of public
administration characterised by a shift towards more private sector management
practices and emphasis on minimum state intervention (Lane 2000; Hughes 2003).
Whether or not, and to what extent, these reforms have been successful is still
debated. Yet this ideology of minimalist government has led to the introduction of
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market-based reforms in many developing countries that had been following state-
dominated public administration. Bangladesh is no exception. The International
Development Agencies (IDAs), in particular the WB and the IMF, played important
roles in promoting a market-led development approach in developing countries
through their Structural Adjustment Programs (SAPs) during the 1980s.
The market-based reforms which many developing countries have attempted to
introduce are consistent with the features of NPM that emphasise the reduced scope
of government, and greater involvement of the private sector as has happened
through SAPs promoted by the WB and IMF (Common 2000; Larbi 1999). The
success of NPM in developed countries is a widely debated and controversial issue
(Minogue 2004). Critics argue that the adoption of private sector management
practices within the public sector has undermined social democratic norms and
practices (Considine and Painter 1997). It is also argued that the reforms have raised
concerns about the capability of the public managers to deliver services efficiently
and effectively as they are required to do more with less (Samratunge, Alam and
Teicher 2005).
The SAPs have been controversial. After pursuing two decades of reforms, most
of the developing countries in South Asia and Africa are left with weak, demoralised
public sector institutions, and the growth of rampant corruption. It is generally
recognised, even by the WB, that SAPs neither alleviated poverty nor even assured
sustainable growth particularly in the least developed countries (Sobhan 2002). In
the period of Structural Adjustment Programs (1980–1988), South Asia and East
Asia sustained annual growth in per capita GDP of 2.8% and 7% respectively, while
Sub-Saharan Africa and Latin America respectively experienced declines of 2.4%
and 0.7%. In Sub-Saharan Africa and Latin America, the 1980s are therefore
labelled a lost decade (Squire 1991).
With the increasing attention on corporate social responsibility (CSR) world-
wide, and the problems associated with the implementation of market-based reforms
pursued by both developed and developing countries, the term ‘sustainability’ has
emerged as a hot topic, being defined in many ways. The definitions range from, ‘a
narrow focus on preserving natural resources and the environment to broader
quality of life visions encompassing economic opportunity, diversity and access to
health care, just to name a few’ (Long 2008, 316). The most frequently accepted
definition of ‘sustainability’ involves the balancing of economic, social and
environmental issues (Mulvihill and Milan 2007). In this paper sustainable
market-based reforms are referred to as those reforms whose benefits remain in
place and are economically, socially, and environmentally viable in the long term.
As developing countries are generally greatly dependent on and have a
comparative advantage in agriculture, agricultural market reforms were at the
forefront of the structural adjustment programs. These reforms have led to a
considerable change in the role of the state in agricultural development. Agricultural
input provision is one of the areas where change and reorientation are most
noticeable (Tripp and Gisselquist 1996). Before the reforms started in the mid 1970s,
the Bangladesh Agricultural Development Corporation (BADC) – a state owned
corporation – had the responsibility to procure and distribute agricultural inputs
such as fertiliser, seeds, pesticides and irrigation equipment to the farmers through its
countrywide branches. The agriculture input sector demonstrated an example of a
single channelled public delivery system. The BADC served as a virtual monopoly
over the agricultural input market in Bangladesh (Ahmed 2000). The input market
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was further distorted by the prohibition on the participation of the private sector in
the input market, and the heavy subsidies for fertilisers and other inputs (mainly
irrigation equipment) provided by the government (Azmat 2007). In addition, the
system was not very efficient and had problems of rent-seeking and poorly motivated
staff (Ministry of Agriculture 2002).
The input distribution system was viewed to be inefficient, impeding agricultural
growth and development, throughout the 1970s and the public sector was seen as
incapable of delivering increased quantity of inputs to a larger number of farmers
(USAID 1996; World Bank 1990).
The main objectives of the reforms were to achieve an efficient and cost-effective
service delivery. The expected outcomes of the reforms can therefore be grouped into
economic and social aspects (Azmat 2007). The intended economic outcomes
included increased agricultural production to the point of achieving self-sufficiency,
better availability and access of inputs, better affordability and crop sector
profitability, phasing out of subsidies, promoting greater involvement of the private
sector in the management and distribution of inputs and improvement of system
efficiency. The government and the donors assumed that these benefits would ‘trickle
down’ and translate into social benefits with increased food security and improved
socio-economic conditions of the farmers (Azmat 2007).
Although the reforms in the input sector were promoted byWB and United States
Agency for International Development (USAID), the government also realised that
state intervention was fiscally unsustainable and unproductive in the long run (Ahmed
2000). These reforms were therefore different from reforms undertaken in other
sectors as they were owned and promoted by both the government and the donors.
The major reforms in the agriculture sector initiated, directed and financed by WB
and IMF, and started in the late 1970s, continued into the 1990s and are officially still
continuing. The reformsmainly focused on the following:withdrawal of input subsidies;
distribution of fertiliser through private traders; private ownership of irrigation
equipments (all kinds of tube wells and power pumps); expansion of the private sector’s
role in the import, domestic manufacture, sale and servicing of irrigation inputs and
greater private sector involvement in the distribution of agricultural inputs, production,
processing and distribution of seeds (Dreze, Sen and Hussain 1995).
As a result of the reforms, the private sector and NGOs are now delivering goods
and services which were once the responsibility of the state. These changes have also
led to a complex, horizontal and networked structure of partnerships between state
and non-state actors (Azmat 2007).
Research approach
The study involved both surveys and interviews with key stakeholders to enable
triangulation with multiple sources of evidence. The survey approach and in-depth
face-to-face interviews with stakeholders were conducted during 2003–2004 and
focused on the Dhaka District.1
Sample and survey administration
The survey was conducted with three key stakeholder groups of the reform policies
which included public officials, private entrepreneurs trading in agricultural inputs
and farmers, using three different sets of questionnaires. The purpose of the
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questionnaires was to investigate the stakeholders’ perceptions had regarding the
value and impact of the reforms and their ability to achieve the expected outcomes.
The sample for public officials and private entrepreneurs was selected using a
stratified random sampling approach. Public officials were selected randomly from
three main agricultural institutes among those who were holding mid-level positions
and had the experience of working in both the state dominated and privatised
agricultural input system. In case of private entrepreneurs a total of 16 companies/
firms dealing in agricultural inputs were selected randomly from the list of input traders
obtained from the Ministry of Agriculture, Bangladesh. Farmers were selected using a
clustered sampling approach from the Savar Upazilla2 of Dhaka district. A total of 54
public officials, 43 private traders/entrepreneurs and 57 farmers were surveyed.
In keeping with the main issues of ethics and confidentiality the surveys allowed
responses to be submitted anonymously. In addition to simple frequency tables, a Chi
square test was used to compare categorical data responses among the three
stakeholder groups and contingency tables were used to assess the relationships
between the variables. In order to have the necessary expected frequency in each cell,
adjustments were made by collapsing the extreme categories.3 To determine the
strength of the relationships, Cramer’s V was used. The conventions for Cramer’s V
correlation are that 0.10 is a small effect size, 0.30 is a medium effect size and 0.50 is a
large effect size (Burns 2000).
Interviews
A total of 16 semi-structured interviews were carried out with nine senior public
officials and seven officials from donor agencies4 who were actively involved with the
implementation of reform policies in this sector. Given the long time period of the
reforms (1980s to date), and the possible influence of factors such as world recession,
macroeconomic policies, land reform, development of infrastructure and natural
calamities, it is difficult to isolate the impact of the reforms. To address this
limitation, triangulation of data from multiple sources which included public
officials, private entrepreneurs, farmers and donors, triangulation of methods such
as findings from the quantitative and qualitative data, and existing literature have
been used to interpret data.
Results of the empirical data
The results of the empirical data are presented in two parts: The survey responses are
presented first and this is followed by the interview responses.
Survey responses
The respondents from the three stakeholder groups were asked to rate the present
system as compared to the former state administered system which dominated before
the reforms started in mid 1970s.
The results in Tables 1 and 2 indicate the percentage of respondents who rated
improvement or agreed with a certain statement. The results are positive if the
number exceeds 50% and less positive if they are below 50%. The closer the number
is to 100%, the stronger the positive feeling and the closer the number towards zero,
the stronger the negative perception.
Contemporary South Asia 383
D
o
w
n
lo
ad
ed
 B
y:
 [
De
ak
in
 U
ni
ve
rs
it
y]
 A
t:
 0
1:
44
 3
 M
ar
ch
 2
01
0
Table 1 shows that there is no significant relationship among the three groups on
issues of increased agricultural production and access to inputs. There was a strong
level of agreement among the three groups with more than 75 and 86% of
respondents in each group reporting improvement in the access of inputs and
agricultural production respectively. These findings are consistent with other studies
which suggest that the imperfect market around provision of agricultural inputs
in the state managed system (Wood 1994) has improved, with better access to
inputs to all the farmers including small farmers following the reforms (Hossain et al.
2003).
An overwhelming majority of private entrepreneurs reporting improvement in
system efficiency as compared to public officials and farmers suggests a biased
response as they were the beneficiary of the policy change. The relatively low number
of farmers and public officials, as compared to private entrepreneurs reporting
improvement in system efficiency, might be explained by the recent trends of price
hikes, shortages in supply and sale of contaminated inputs. Cramer’s V suggests a
medium effect size for both of these issues. Although the responses of public officials
Table 1. Perception of the public officials, private traders and the farmers on the
performance of the reforms.
% RATED IMPROVED
ISSUES
PUBLIC
(n ¼ 54)
PRIVATE
(n ¼ 43)
FARMERS
(n ¼ 57) CRAMER’S V
Agricultural production 86.8 92.9 91.3 .12
Access to inputs 75.9 84.2 81.4 .09
Affordability of inputs 37.7 20.9 38.6 .30**
Crop sector profitability 27.8 25.6 29.8 .19*
Farmers income and well being 24.1 53.5 31.6 .19*
Food security 58.5 58.1 80.7 .24**
System efficiency 42.6 83.7 45.6 .26**
*p 5 .05, **p 5 .01.
Table 2. Perception of the public officials, private traders and the farmers on the access and
availability of the agricultural inputs.
% AGREED
ISSUES
PUBLIC
(n ¼ 54)
PRIVATE
(n ¼ 43)
FARMERS
(n ¼ 57) CRAMER’S V
Fertiliser price has decreased 7.4 7.0 3.5 .18*
Availability and access to fertiliser
has increased
74.1 76.7 94.7 .20**
Irrigation equipment price has
decreased
35.2 25.6 28.1 .23**
Availability and access to irrigation
equipment has increased
66.7 79.1 98.2 .25**
Supply of input is more timely 42.6 51.2 64.9 .15
Quality of inputs is of a higher
standard
16.7 32.6 26.3 .19*
*p 5 .05, **p 5 .01.
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and the farmers on system efficiency are below 50%, they suggest improvement to
some extent.
Less than 40% of respondents in each group perceived improvement in
affordability of inputs which is consistent with the responses on crop sector
profitability. It can therefore be suggested that there has been not much
improvement in the area of affordability of inputs.
Table 1 shows significant differences across the three groups in relation to crop
sector profitability. Less than 30% in each group have reported improvement.
The relatively low percentage of responses reporting improvement in profitability
can be explained by the fact that, although agricultural production has increased,
that increase is mainly rice-led and the price of the rice has been declining. In
addition, there has been no reduction in the cost of the inputs except irrigation
equipment; even that is being countered by the increasing costs of diesel fuel and
electricity required for irrigation. The situation is further worsened by the recent
trends of the sale of substandard inputs, sometimes at higher prices by private
entrepreneurs.
A relatively low number of farmers and public officials compared to private
entrepreneurs reported improvement in farmers’ income and wellbeing, which is also
consistent with their response on crop sector profitability. The relatively high
response of private entrepreneurs reporting improvement in farmers’ income
suggests the indirect effect of the reforms in the growth of the rural non-
farm sector through agricultural input based trade and businesses. This is
consistent with the findings of Hossain et al (2003) that reforms had no significant
direct impact on the poor, but that indirect impacts in the form of employment
have been largely positive for the poor. Overall this represents a win-win
situation where farmers are better off and the price of rice for consumers has not
risen significantly.
More than 58% of public and private officials have agreed that food security has
improved. In contrast, a relatively high percentage of farmers (80.7%) have reported
improvement in food security issues. This seems to be consistent with their response
to agricultural production. The highly positive response of the farmers can be
explained by the increased agricultural production, which has led to falling rice
prices and increased access to rice- the major staple for the poor. Cramer’s V (.24)
indicates a moderate effect size.
As 85% of fertilisers and 95% of irrigated areas are used to produce rice, which is
the staple food in Bangladesh – occupying about 74% of cropped area (Ministry of
Agriculture 2004) – questions on price, access and availability focused on fertiliser
and irrigation equipment only.
Table 2 shows a low number from each group agreeing that the fertiliser price has
decreased, suggesting that it has not decreased. Cramer’s V also suggests that the
groups differ weakly on this issue.
More than 74% respondents in each group agreed that availability and access to
fertiliser has increased. This response is even higher in the case of farmers with 95%
of farmers agreeing, suggesting that access and availability to fertilisers has
improved. Cramer’s V suggests a weak effect size. Therefore from the responses it
can be suggested that although the availability and access to fertilisers has increased,
their price has not decreased after the reforms.
The same trend can be seen in the case of irrigation equipment. A low proportion
of respondents in each group agreed that the price of irrigation equipment has
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decreased; however the number is higher compared to responses on fertilisers,
indicating that the price of irrigation equipment has experienced more reduction
compared to the fertiliser. Cramer’s V indicates an effect size which is more towards
moderate. The literature also suggests that there has been a significant reduction in
the price of the irrigation equipment (Gisselquist and Gether 2000).
No significant difference has been noted across the three groups regarding the
timely supply of inputs. More than 42% respondents in each group agreed that the
supply is timelier.
Significant differences can be seen across the three groups regarding the quality of
the inputs. A relatively low percentage of respondents in each group have agreed that
the quality of the input is of a higher standard. This is consistent with recent
complaints of the sale of substandard inputs by the private entrepreneurs. The
relatively high percentage of private entrepreneurs, as compared to public officials
and farmers, agreeing that the quality of inputs is of higher standard seems to be
natural. However, only 32.6% of private entrepreneurs agreeing that the quality of
input is of higher standard suggest that there are problems with the quality.
It is interesting to note that a relatively high percentage of farmers reported
improvement in all issues with the exception of system efficiency, farmers’ income
and wellbeing, compared to responses by public officials and private entrepreneurs.
As the farmers are the main beneficiary in these areas, their response indicates that
there has been improvement in these issues.5
Findings from Tables 1 and 2 suggest that perceptions of the three groups
indicate a marked improvement in the access and availability of inputs and some
improvement in system efficiency, farmers income and food security. The findings
also suggest that there is no strong level of agreement among the three groups
regarding the reduction of price of inputs, quality of inputs, crop sector profitability
and affordability of inputs.
Interview responses
In the interviews, a majority of the respondents agreed that while the research
institutes have contributed to increasing agricultural production, the reforms also
had a significant impact in increasing agricultural production. The findings of the
surveys on access and availability, crop sector profitability, and food security were
confirmed in the interviews. However, some respondents were concerned with the
problem of ‘yield gap’ between farmers’ yield and experimental station yield due to
the decreasing productivity of land.
There was also strong consensus that there were problems with the quality of the
inputs. Some of the respondents, particularly the senior public officials, had the view
that although the reforms had decreased the burden of subsidy, there was not
enough allocation in research, subsidy and infrastructure to make the sector
profitable. They urged that a subsidy be provided to deal with the increasing costs of
inputs.
Findings from the interviews suggest that food security has increased in
quantitative terms, with poor people having more access to rice, but there has been
no improvement in qualitative food security. Also, with the sustainability of
increased agricultural production uncertain due to increasing resource constraints
and growing population, most of the respondents perceived that comprehensive food
security still remains to be achieved.
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The respondents also mentioned the negative externalities of the reforms on the
environment due to excessive use of unbalanced fertiliser and extraction of ground
water; land degradation was having an adverse effect on soil fertility. Both the public
officials and the donors were divided on their views about the possible links between
reforms in the irrigation sector and arsenic contamination of drinking water. About
half of the public officials and donors said there was a great deal of controversy
surrounding this issue. Conversely, half of both public officials and donors held the
view that the water resources are being over exploited and that the arsenic problem
was a by-product. More recently it has been reported that the intensive irrigation
facilitated by the reforms has led to negative environmental effects through
monoculture and drying of aquifers (Azmat 2007). Not only are these effects
leading to decreased crop sector profitability due to declining prices of rice (until
recently), but they are also promoting excessive use of imbalanced fertilisers and are
likely to contribute to the mass arsenic problem faced by Bangladesh.
The sustainability of the positive effect of the reforms on increased agricultural
production, access to inputs and food security in the face of declining yields,
increasing population and poor socially responsible practices of the private
entrepreneurs were doubted by the majority of respondents, particularly the senior
public officials.
Review of the reforms: expected and achieved outcomes
Back in the 1970s, the agriculture sector of Bangladesh was fully state-administered,
heavily subsidised and dominated by small farmers owning up to 2.4 acres of land. It
was also the most important sector of the economy of Bangladesh, contributing half
of the country’s GDP (49%) and employing more than 60% of the national
workforce (Faruqee 1996). The agriculture sector still remains dominated by small
farmers who represent about 79% of farmers (Bangladesh Bureau of Statistics 2005).
That the reforms aimed to phase out subsidies challenged their success further, due
to the domination of agriculture by small farmers and the strong role of the state in
this sector. Despite these challenges, the reforms have been able to achieve most of
their expected outcomes, although their sustainability remains questionable. This
section reviews the expected and achieved outcome of the reforms and also discusses
their unintended effects. Table 3 summarises the expected and achieved outcomes of
the reforms.
Drawing from the empirical findings and the existing literature, the economic and
social benefits of the reforms are discussed below.
Economic benefits
Increased food grain production
Although the findings of both the qualitative and quantitative data indicated
extremely positive responses regarding increased agricultural production following
the reforms, there have also been concerns of declining yield and sustainability of
the reforms. Some interview respondents were concerned with the problem of ‘yield
gap’ between farmers’ yield and experimental station yield due to decreasing
productivity of land. Alamgir et al. (2004) also observe that Bangladesh is
handicapped by low yield and that most crops suffered from the yield gap. Other
authors have expressed concern about the decline in yield and productivity
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Table 3. Expected, achieved and unintended outcomes of the reforms.
Expected outcomes Achieved outcomes Unintended effects
Economic Outcomes
Increased food
grain production
Reforms contributed to increased
food grain production mainly
through their effect on the
availability of fertiliser and
irrigation.
Sustainability threatened
by declining yields,
land degradation,
and decreased soil
fertility.
Self sufficiency in food grain
production achieved.
Rice led growth leading to
monocropping and
decreased soil fertility.
Increased and easy
access of inputs
by the farmers
Availability and access increased. Sale of inferior quality inputs
at lower weights,
occasionally at higher prices
has emerged as the main
problem in the current
context.
Better affordability
of inputs and
crop sector
profitability
Price of irrigation equipment
decreased but no reduction
in the price of
fertilisers.
Decreased price of irrigation
equipment countered by
increased cost of diesel and
electricity.
No significant effect on crop
sector profitability due to
increasing production costs and
no corresponding increase in
output prices.
Crop sector profitability is
being undermined by low
prices of rice (until
recently), high cost of
inputs and the sale of
low quality, underweight
inputs and marketing
problems.
Decrease burden of
Subsidy
Subsidy phased out in all the
inputs except the economic
subsidy provided for urea and
BADC produced seeds.
To deal with the increasing
costs of inputs, small
amount of subsidy has
been gradually introduced
since the last few years.
Increased efficiency Efficiency improved.
Farmers having easy access to
inputs.
Efficiency being undermined
by a poor business
environment, ineffective
regulation, inadequate flow
of market information,
marketing facilities, and
unethical practices of the
traders.
Greater
involvement of
private sector
Private sector and in some cases
NGOs are distributing the
inputs to the farmers.
Further development
constrained by, unethical
business culture and lack of
access to credit, capital and
market information.
Social outcomes
food security Food security improved in
quantitative terms.
Increased production and
declining rice prices have
increased access to rice but not
to protein foods.
Comprehensive food security
in question due to declining
yields, and increasing
population.
(Continued)
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(Pagiola 1995; Shahabuddin 2003). Findings from the interviews suggest that the
decline in yield and productivity is a result of negative effects of the reforms on the
environment.
Importantly, the increased agricultural production is dominated by one single crop –
rice. There were marginal or no significant increases in the production of other crops
such as wheat, pulses, potato, oil and vegetables. Bangladesh faces a dilemma
concerning rice-led production. On the one hand, it is argued that while not highly
profitable, rice contributes to improved food security and provides a springboard for
both rich and poor farmers to move into non-farm income activities (Hossain et al.
2003). On the other hand, there is a need for diversifying to non-rice crops while
increasing rice productivity. The main problems in crop diversification have been
found to be a lack of marketing and storage facilities for vegetables and fruits, and
the eating habits of most of the population who depend on rice as the major staple.
Findings from the qualitative data, which suggest that reforms have aggravated
the environmental problems, are also supported by the existing literature
(Bhattacharya and Titumir 2001). The effect of the reforms has been more
pronounced on irrigation and fertilisers. Figure 1 shows the probable effects of
irrigation on environment. Increased irrigation has been associated with monocrop-
ping6, decreased soil fertility and drying of aquifers. It is also reported that the
monoculture of rice decreases soil fertility, depleting micronutrient and organic
matter in the soil which in turn leads to increased and excessive use of fertilisers to
compensate (Bhattacharya and Titumir 2001). The excessive use of fertiliser has led
to soil erosion and decreased yield and productivity, thus creating a vicious circle.
Findings also suggest that there are probable links between the intensive irrigation
and the problems of arsenic contamination of drinking water. In addition,
monocropping is also leading to rice-led growth and non-diversification of crops.
As shown in Table 3, although agricultural production has increased, and
Bangladesh has achieved self sufficiency in food grain production, the sustainability
of agricultural production is very much in question, given the decreasing yield and
inconsistent and uneven growth of the crop sub-sector.
Availability and access to inputs
Despite the withdrawal of subsidies, which increased the price of the inputs, the use
of inputs has increased markedly following the reforms. This can be explained by
better availability and access to inputs by the farmers. The inputs are now available
even in the remote districts. Gisselquist, Nash and Pray (2002) reported that
following the reforms, there have been more makes and models of diesel engines and
power tillers available, bringing much lower prices (Gisselquist et al. 2002).
Table 3. (Continued ).
Expected outcomes Achieved outcomes Unintended effects
Improved Socio-
economic
condition of the
farmers
No significant direct effect.
Reforms have contributed to non-
farm activities and have
indirectly improved socio-
economic conditions of the
farmers.
Declining yields, unethical
practices of the traders, and
low crop sector profitability
have undermined the effect
on improved socio-economic
conditions of the farmers.
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However, there have been some problems with the timely availability of inputs,
particularly fertiliser, seeds and fuel for irrigation. There have been fertiliser crises
almost every year during peak demand periods, with shortages of fertiliser supply,
price hikes and sale of contaminated fertiliser (Azmat and Coghill 2005). The
situation is the same for seeds (Alamgir et al. 2004). In most cases, the crisis was
artificially created with a motive of increasing profits. These crises, although not very
severe, are undermining the success of the reforms and creating an adverse
impression, mainly among farmers. This is supported by Abdullah and Shahabuddin
(1997, 40), who have reported that ‘input markets are functioning competitively and
delivering inputs to the farmers at the right time and in the right quantities, though
one may argue whether this has always been at the ‘‘right’’ price.’ Similarly,
Gisselquist et al. ( 2002), in their multiple country study, report that the only alleged
case of large scale fraud occurred in Bangladesh, where Single Super Phosphate
(SSP) was being sold in place of Tri Super Phosphate (TSP).
Affordability of inputs and crop sector profitability
The objectives of the reforms were to remove the distortions in the market, leading to
an increase in the real producer prices for specific commodities, benefiting farmers
and giving them a direct incentive to increase production (SAPRIN 2002). Findings
suggest that there was no strong level of agreement among the three groups
Figure 1. Probable effects of intensive irrigation on the environment.
Source: Azmat (2007).
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regarding the reduction of price of fertilisers and irrigation, which are the most
important inputs.
Crop sector profitability is related to production costs and produce prices. It was
revealed in the findings that although agricultural production had increased, it did
not have the expected positive impact on crop sector profitability, due to the
increased costs of agricultural inputs. Production has been mainly rice-led, but as the
price of the rice has been declining (until recently), this had a dampening effect on
crop sector profitability. However, it can also be argued that as rice is the staple food
of the country, decline in the rice price has enabled poor people to survive, indicating
the success of the reforms.
Findings suggest that a number of factors have led to decreased affordability and
crop sector profitability. Firstly, it is suggested that Bangladesh’s agriculture
production cost is the highest in the region as the farmers have to buy all the inputs
at market price, whereas in other countries agricultural inputs are significantly
subsidised (Karim 2004).
Secondly, this situation is made worse by the sale of low quality and underweight
inputs sometimes at inflated prices. These poor quality inputs not only decrease the
yields but also affect the micro-nutrient component of the soil, adversely affecting the
health of the soil and its productivity.
Thirdly, findings suggest that lack of well-developed transport systems and
infrastructure facilities have made the middlemen almost indispensable, as they often
compensate for the infrastructure gaps along the supply chain. The dependence of
the farmers on middlemen for marketing their produce deprives them of their fair
share of profit, as the middlemen typically make large profits. This further depresses
crop sector profitability. Lack of market information and inadequate infrastructure
facilities lead to marketing problems, making it difficult for the private entrepreneurs
and the farmers to reap the benefit of increased production and also to deal with
market imperfections.
Reduction in subsidies
Until the reforms started in the mid-1970s, the input sector was heavily subsidised
and one of the major objectives of the reforms was to reduce the burden of subsidies.
Subsidies have been phased out for almost all inputs except domestically produced
urea, and the seeds supplied by BADC. Even though the subsidy on urea and seeds is
not very significant, it is distorting the level playing field to the disadvantage of the
private sector. In addition, the under-pricing of urea is encouraging its excessive use,
leading to a decline in soil fertility. In response to this situation, small subsidies on
imported fertilisers, diesel and electricity have been reintroduced. However, in the
absence of good governance and a responsible and ethical business culture, ensuring
that the subsidy benefits only the farmers remains a challenge.
System efficiency
Although the system efficiency had improved and the farmers mostly had timely
supply and access to inputs, artificial crises, particularly in the case of fertilisers, were
created by hoarding and irresponsible business practices of private entrepreneurs.
The economic efficiency of the system has improved but is being undermined by the
lack of good governance, poor marketing facilities and inadequate flow of
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information. Despite the mobile phone revolution in villages, most of the farmers
still depend on middlemen to sell their produce and have very little information on
price trends. Limited marketing facilities and information flow are also contributing
to decreased crop sector profitability and non diversification of crops.
Greater involvement of the private sector
After pursuing reforms for more than two and a half decades, the Bangladeshi
agricultural input system has been transformed from a public sector dominated
system to a sort of hybrid system where the public, private and in some cases NGO
sectors are working together. In addition to the private sector, the NGOs are
distributing input services to the farmers. It is reported that agricultural input based
trade and businesses of irrigation pumps, fertilisers, spare parts, power tillers,
pesticides, and thrashing machines provide 20% of employment in the overall rural
economy and generate nearly 50% of the total income in the rural non farming
(RNF) sector (Awal and Alam 2004). There still remains scope for further
involvement of the private sector, but this has not been possible, nor is it feasible,
in the current context for reasons discussed below.
Market-based reforms in the agriculture sector have resulted in the emergence of
many small traders who are involved with the trading of agricultural inputs. Most of
them lack experience, expertise, competency and efficiency to take advantage of the
open economy. In most cases, they are not aware of the importance of building a
good reputation, positive image and trusted relationship with the farmers, all of
which are not only essential for profitability but also for their survival in the long run
(Azmat and Samaratunge 2009). Their primary focus seems to be earning profits in
the short term, ignoring the issue of responsible behaviour. The business
environment, in the absence of sufficient regulatory sanctions and institutional
safeguards, and the prevalence of corruption, does not constrain them from
behaving irresponsibly. They engage in unethical and irresponsible business practices
by selling contaminated, underweight inputs at higher prices, giving rise to issues of
poor social responsibility. In addition there are also problems of lack of access to
credit facilities and market information that are impeding the greater involvement of
the private sector.
Social outcomes
It was expected that the benefits of the economic effects of the reforms would trickle
down and ultimately lead to food security and improved socio-economic conditions
of the farmers. This section discusses whether these expected social outcomes have
been realised.
Food security
The reforms have helped to maintain low prices of rice and also to achieve self-
sufficiency in food grain production, under increasing resource constraints. This has
led to an improved food security situation. Increased availability of rice and
declining rice prices have increased access to rice for the poor. However, the reforms
have led to quantitative, not qualitative food security. Eighty percent of the calories
of the normal diet in Bangladesh are derived from rice. There has been no increase in
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consumption of protein or minerals in the average diet. Comprehensive food security
still remains to be achieved due to the uncertain sustainability of increased
agricultural production under increasing resource constraints, declining yields and
population growth.
Further, the reforms have led to excessive and indiscriminate use of fertilisers,
particularly urea, leading to decreased soil fertility and creating a vicious circle. The
sale of contaminated inputs is also deceasing soil fertility and yield. The negative
externalities of the reforms are leading to a decline in yields and productivity, thus
questioning the sustainability of increased production, self-sufficiency and food
security.
Farmers’ income and socio-economic conditions
It was expected that increased agricultural production and availability of inputs
would lead to crop sector profitability and ultimately to improvements in the socio-
economic conditions of the farmers. It is argued that instead of benefiting farmers
across the board, the impact has been mixed (SAPRIN 2002). Findings of this study
suggest that, although agricultural production increased, there has been no
significant effect on crop sector profitability, due to the increase in the cost of
agricultural production and declining/stable rice prices.
Findings suggest that the increase in the price of agricultural inputs, the
withdrawal of subsidies, the unethical behaviour of private traders, marketing
problems and lack of information flow have affected farmers’ crop sector
profitability and well-being. However, the reforms have indirectly contributed to
the growth of the RNF activities providing opportunities for trading in agricultural
inputs, multi-purpose use of irrigation pumps, and an increase in employment
opportunities for transportation and petty trading for marketing surplus rice.
Market-based reforms: underlying reasons for their successes and problems
Findings suggest that the reforms have some notable achievements, but they have
not achieved their expected outcomes. More importantly, in cases where the
outcomes have been achieved, their sustainability is in question. It is not the reforms
themselves in the sense of transfer of responsibility from state sector to private sector
that are under threat. Rather, it is the increased production and its related effects
such as improved efficiency, food security, farmer’s income and well-being and
further involvement of the private sector in input management that is being
threatened. The underlying reasons for the success and the problems of the reforms
are discussed below.
What led to the success of the reforms?
It is now increasingly recognised that national ownership is vital for success of
reforms (United Nations Conference on Trade and Development 2000). Reform
policies in developing countries are frequently alleged to be imposed by donor
agencies as blanket policies, without considering the country specific limitations
(Khan and Sharma 2004). In such cases, national governments lack ownership of the
policies and therefore have no political commitment to implement the reforms. The
effective implementation of the reforms is further resisted by the stakeholders who
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are not consulted or involved in the making of these policies. The reforms in the
input sector in Bangladesh, however, have been an exception. Although pressure
from the donor agencies played a dominant role in undertaking the reforms, the
reforms were also supported by the government. There was realisation that
continued involvement of the state was not productive or viable in the long term.
This resulted in mixed ownership of the reform policies and the political commitment
of the government to implement the reforms. This is a major reason for the success of
the reforms.
In addition, the absence of an organised forum for farmers to bargain or
negotiate made it relatively easy for the government to implement these reforms
compared to other sectors. Resistance from pressure groups could make it difficult to
implement reforms. The main resistance received in this case was from the
employers/officials of BADC.
Another reason for the success of the reforms is the fact that they led to easier
accessibility of inputs in the market, despite evidence of higher prices, compared with
the inefficiencies and rent seeking activities associated with the distribution system in
the BADC era. This also helped in convincing the farmers about the benefits of the
reforms.
What were the problems of the reforms?
It is now increasingly recognised that markets complemented by the state are the
main driving force leading to economic development (World Bank 1997).
Recognising that market reforms have had a mixed record of considerable success
and disappointment in developing countries across the world, World Bank (2002)
contends that a key factor in developing such markets is market-enhancing
institutions, in which the state plays an important role. Emphasis has also been
placed on an enabling business environment and stakeholder involvement in the
making and implementation of the reform policies. It is now established that
governance matters significantly for achieving an effective reform policy and
sustained economic growth (Ahrens and Meurer 2002; Kaufmann et al. 2003). The
lack of rule of law, corruption and weak regulation suggest that lack of good
governance is impeding the success of the reforms undertaken in this sector.
Although initially the reforms were implemented seriously and the government in
large part withdrew from input management, the incompetence of the private sector
and the incapacity of the government to regulate effectively led to artificial crises,
sale of adulterated inputs and other related problems. In an attempt to deal with
these problems, the government intervened with various formal and informal
regulations, resulting in partial reversal of reforms. However, in the absence of good
governance, particularly corruption and lack of rule of law, the efforts to regulate
have not been effective. Unethical trading practices have emerged as a major
problem. Not only does this problem undermine the positive impact so far
achieved, it is preventing the reforms from reaching their full potential and also
threatening the sustainability of their positive effects through negative environ-
mental effects. In addition, problems of inadequate information flow, lack of
marketing and infrastructure facilities further complicate and impede the success of
the reforms.
As market-based reforms are suitable for a market economy where market and
political conditions are stable, their application in a developing country like
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Bangladesh – in quasi market conditions, complex social patron-client relationships,
poor governance in terms of rampant corruption, poor accountability and lack of
rule of law – has been challenging.
What can be done to resolve the gaps between the expected and the achieved outcomes?
Findings suggest that although successful in most respects, the reforms have
nonetheless been unable to achieve the expected outcomes. Importantly, the
sustainability of the positive effects of the reforms such as increased production,
improved food security, farmers’ income and efficiency, has been threatened by
unintended adverse effects on the environment and poor social responsibility
demonstrated by private traders/entrepreneurs. These irresponsible business
practices have been mainly due to the lack of good governance, poor flow of
market information, limited awareness among private traders of the importance of
having a trusted relationship with their customers and limited awareness among
farmers about their rights.
The effectiveness of the reform policies depends on the unique setting of the
business environment in which they are being implemented, and on sound policies
and institutions that depend largely on good governance. Recently, the concept of
integrated governance, where the three players of governance – the state, private
sector and civil society – work jointly to create synergies and work for complex
problems such as poverty and environmental degradation, is becoming increasingly
common (Szirom et al. 2002). World Bank (2000/2001) also argues that the
interaction of markets, state institutions, and civil societies can harness the forces of
economic integration and technological change for a reduction in poverty.
Integrated governance linking the state, the private sector and civil society could
help improve governance issues. In addition to complementing and compensating
each others’ strengths and weaknesses, the players together could also act as a check
and a balance for combating corruption, effective regulation, and promoting rule of
law.
In this current era of information technology, the application of simple
e-government practices, tailored to the needs of the population, and the delivery
of infrastructure facilities through mobile phones which have penetrated the villages,
also has the potential to improve governance issues and improve information flow.
Conclusion
The performance of the market-based reforms demonstrates both successes and
failures. Although much has been achieved, findings suggest that there is no room for
complacency, as the reforms have not been able to achieve all the expected outcomes
to their fullest potential. In cases where the expected outcomes have been achieved,
their sustainability is in question. In addition, the reforms have also had unexpected
adverse environmental effects, further challenging the sustainability of the achieved
outcomes.
The main reasons for the success of the reforms have been their mixed
ownership – by the national government and the donor agencies – which have led to
political commitment which is generally lacking where the recipient country has no
ownership of the policies. Problems threatening the sustainability of the success of
the reforms can be explained by a number of factors including lack of information
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flow, inadequate infrastructure and marketing facilities. However, the main
explanation centres on poor governance issues which include prevalence of
corruption, poor accountability and lack of rule of law. Poor governance issues
have helped create a weak and unethical business culture, which is in turn under-
mining the positive effect of the reforms and is also threatening the environment.
The paper stresses the need for integrated governance linking all the three players
to improve governance issues, and also suggests the use of simple technologies to
improve access to information.
In the context of increasing pressure from donors to pursue market-based
reforms, the study has important implications for the donors, the government and
also civil society, concerning the importance of ownership of policies by the recipient
country. It also reinforces the message that unless the governance issues are
improved and a stable business environment is created, pursuing the reforms alone
may not yield the expected outcomes and their sustainability. Finally, it is crucial to
avoid complacency in implementing reforms; there needs to be a focus on creating an
environment that ensures the sustainability of the success of the reforms in the long
run.
Notes
1. The District is the second largest administrative unit in Bangladesh after the Divisions.
There are at present 64 districts in Bangladesh and Dhaka is one of them.
2. Upazilla is the third largest administrative unit after the districts. There are at present 490
Upazillas in Bangladesh. Savar is one of the five Upazillas in Dhaka district.
3. In cases where there were relatively small percentages of respondents selecting the two
extreme response categories (Strongly agree, strongly disagree), the two ends of the range
of variation (Strongly agree, Agree) were collapsed in order to make the tables more
simple. It made sense as the purpose of analysing the data was not to distinguish ‘Strongly
agree’ from ‘Agree’. This is supported by Burns (2000).
4. The donor agencies used for interviews were World Bank and United States Agency for
International Development.
5. Importantly, very few respondents from any group termed the system after the reforms as
‘worse’.
6. It has been reported that the current practice of irrigation through flooding of land
promotes the cultivation of rice and due to absence of appropriate field design channels,
the cultivation of other minor crops along with rice is not practiced. As a result, intensive
irrigation is promoting the mono-cropping of rice (Bhattacharya and Titumir 2001).
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